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BASIC RESOURCES INTERNATIONAL LIMITED 


931 Yonge St., Toronto, Ontario 


TO THE SHAREHOLDERS: 


Your company has made considerable progress 
during the past year. The four most important 
developments are: 


— the success of our exploration program in Guate- 
mala, Central America; 


— the acquisition of a majority controlling position 
in Petrotech, Inc., Michigan, U.S.A.; 


— the successful financing of the company’s activi- 
ties which will assure its growth, and 


— the diversification of the activities into other areas 
of the world where there is great potential for 
development. 


The population of the world is rapidly expanding 
at the same time that the known reserves of both 
petroleum and mineral resources are declining. The 
lesser developed nations are increasing their con- 
sumption of these resources as their standard of 
living more nearly approaches that of Europe and 
North America. It has been predicted that, by the 
turn of the century, the demand for non-ferrous 
metals and petroleum will increase many fold. 


The requirements for the successful exploration 
for these resources are becoming more sophisti- 
cated and at the same time more expensive. The 
capital cost of installing ore processing facilities has 
continued to rise and, with the rare exception of a 
high grade copper deposit such as your company 
owns at Oxec, most new facilities have huge and 
costly processing plants using low grade ore or are 
located in areas that ten years ago would have been 
considered uneconomical. 


Relatively short term swings in the price levels for 
non-ferrous metals will continue to occur. These 
price changes are more a reflection of the inade- 
quate facilities for making a stable market than of 
the fluctuation in demand for the metals. A rela- 
tively small increase or decrease in demand for a 
metal can cause a rapid change in inventory on the 
London Metal Exchange, resulting in wide price 
swings. Until better marketing procedures are 
adopted, these price fluctuations will continue but 
at successively higher levels as demand increases 
and production cost continues to climb. 


It is the opinion of your management that the 
prospects of demand for minerals and petroleum 
are excellent and the company intends to devote 
a considerable portion of its activities to the finding 
and exploration of new resources on a worldwide 
scale. At the same time, we shall continue to 
develop the very valuable deposits which have 
been discovered by us over the past two years. 


COPPER 

The company discovered a high grade copper 
deposit at Oxec, Guatemala, C.A. The design of a 
1,000 tons per day plant and the construction of 
the infrastructure (roads, camp site) are well under- 
way. The plant construction should begin in Janu- 
ary, 1972, with a start-up of production within 
approximately one year. 

Independent consulting engineers have prepared 
detailed forecasts of operating costs which indicate 
that the break-even point (for cash flow purposes) 
would be approximately 25¢/lb. of copper, whereas 
most new mines now being placed into production 
have a break-even point of approximately 35¢/Ib. 
The total investment is estimated at $5 million. 
If, for the purpose of making a cash flow projection, 
we assume a copper price of 50¢/Ib. (the lowest 
yearly average price for the past five years), the 
cash flow from this mine should be approximately 
$5,000,000 per year, after start-up. 

Another interesting copper prospect has been 
discovered approximately six miles from the Oxec 
property and within the company’s concession. 
Surface geology, geochemical, and geophysical sur- 
veys have been completed on an area where a num- 
ber of surface outcrops of copper mineralization 
occur. A drilling program is now underway to 
evaluate this property. 


NICKEL 

Continued exploration during the past year has 
developed a deposit of slightly more than 60 mil- 
lion tons of lateritic nickel ore. Work is continuing 
and several new promising areas are now under 
investigation. In the meantime, your company has 
obtained an option on a second lateritic nickel 
deposit from International Mineral Engineers, Inc. 
whose concession is nearby. These two properties 
combined have reserves at the present time of 
approximately 100 million tons of nickel ore. 

An agreement in principle has been reached with 
a major international mining company, experienced 
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Drilling for gas in Michigan (U.S.A.) by Petrotech. 
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Dr. Javal from Banque Nationale de Paris and D 
well drilled on Tortugas Salt Dome. 


in nickel, on co-operation in the development of 
the ore reserves and feasibility studies regarding 
the construction of a nickel smelter in Guatemala, 
C.A. Your company’s nickel concession is adjacent 
to that of the International Nickel Company, which 
has announced an agreement with the Government 
of Guatemala as to the construction of a $220 mil- 
lion lateritic nickel smelter. 


PETROLEUM 

In Guatemala, your company has beneficial rights 
to a petroleum concession of approximately 933,000 
acres. Our exploration activities have proven the 
existence of a large salt basin with numerous pierce- 
ment-type salt domes. DeGolyer and MacNaughton, 
a firm of respected consultants, in reporting on the 
petroleum concessions, has stated that there are 
thick sedimentary sections and large structures. 
Shallow wells drilled under a sulphur exploration 
program all had strong live oil shows and several of 
the wells would have been capable of production. 


Approximately one-third of the concession area 
is being explored in a joint venture with the Mon- 
santo Company, whereby Monsanto pays the cost 
of exploration until the recoverable petroleum 
reserve reaches 50,000,000 barrels. From then on, 
the company and Monsanto will share equally in 
expenses and production. 
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Monsanto has completed a five-well shallow cor- 
ing program and has performed a seismic survey 
of approximately 90 miles. This information is now 
being correlated with the surface geology and data 
previously obtained from a sulphur drilling program. 


A shallow well drilled by Monsanto on the flank 
of the Tortugas salt dome flowed oil at several 
hundred barrels per day. This well was capped. 
Five thousand acres surrounding and including this 
well to a depth of 6000’ have been reserved for the 
company. A drill rig with a capacity of 10,000 feet 
has been purchased and a drill site is being pre- 
pared adjacent to the site where oil was originally 
discovered. 

The company is in negotiations regarding joint 
ventures on other portions of the petroleum con- 
cession. It is presently negotiating the formation 
of an investor partnership, consisting of Basic Re- 
sources as the general partner and a number of 
limited partners, principally Europeans, in a three- 
year, $30 million oil exploration program of which 
one-third would be spent in Guatemala on the 
company’s petroleum concession in a new joint 
venture with Monsanto, one-third in the United 
States on petroleum leases owned by Petrotech, 
Inc. (a subsidiary company) in joint ventures with 
major U.S. gas companies, and one-third in Canada. 


An interesting departure from the usual concept 
in the formation of limited partnerships for explora- 
tion drilling funds is the prior arrangement which 
has been made in this instance to finance the cost 
of developing any commercial discovery, including 
transportation of the products to market. In the 
case of the Guatemalan joint venture, the investor 
partnership will supply the funds required for the 
initial exploration. Three wells are initially pro- 
grammed. The development wells, gathering sys- 
tem, tankage and pipelines may cost up to an 
additional $100 million. An agreement has been 
reached with Monsanto whereby upon discovery of 
a commercial field, it would contribute 50% of 
such funds to the joint venture. Monsanto will also 
contribute an additional 50% of such funds to the 
joint venture on behalf of the investor partnership 
to be repaid from 50% of the investor partnership’s 
share of production. The total net production 
from the Guatemalan concessions will be divided 
one-third for the investor partnership, one-third 
for Monsanto and one-third for Basic Resources 
International Limited. 


It is interesting to note that the transmission cost 
of gas by pipeline from Guatemala to the United 
States is estimated at approximately one-third the 
cost of transporting it from Prudhoe Bay and with- 
out encountering the ecological problems of the far 
north. The oil could be transported approximately 
100 miles over easy pipeline routes, to either the 
Atlantic or Pacific coast from where it would be 
trans-shipped to world markets. 


PETROTECH, INC. 


Petrotech, Inc., in which your company acquired 
a 52%% equity interest, has a joint venture agree- 
ment with Michigan Consolidated Gas Co., under 
which Michigan Consolidated performs the explo- 
ration work at its sole expense on approximately 
15,000 acres of petroleum leases in exchange for a 
50% interest. Geophysical surveying to date under 
this agreement indicates at least five Niagaran reef 
anomalies on which drilling evaluations are ex- 
pected to be commenced by Michigan Consoli- 
dated Gas within the near future. 


Petrotech has arranged for a 71-mile seismic pro- 
gram to be carried out in other areas of its leases 
where previous exploration work, including gra- 
ity surveys, indicated the likelihood of large reef 
structures. 


A special report, which appeared recently in the 
weekly publication “Petroleum Information”, states 
that Michigan (where Petrotech holds its leases) is 
fast becoming a major exploration play. The pres- 
ence of productive Niagaran reefs in widespread 
areas, the development of seismic methods that 


have apparently solved the problems of glacial 
drift and high discovery rates have caused opera- 
tors from all parts of the United States, majors and 
independents, to look to Michigan. Your company 
feels that Petrotech, with its long experience and 
extensive lease holdings in this area, is in an ideal 
position to benefit from this increased activity. 


RECENT DEVELOPMENTS 

Your company has entered into an agreement 
whereby it will subscribe for 20% of the capital in a 
development corporation in Mauritania in partner- 
ship with the Government of Mauritania, MIFERMA, 
SOMICA, and a Dutch Group. The purpose of this 
corporation is the general economic development 
of Mauritania. Your company has been assured by 
the Minister of Economy of Mauritania that it will 
be awarded a large mineral concession called 
Sfariat-Zemmour. This concession has been the 
subject of a preliminary geological survey which 
indicated large tonnages of high grade iron ore. 


This promising development is a long term proj- 
ect timed to meet the increasing demand for iron 
ore in the European market. The problem of 
logistics, both in the exploration and development 
stage and in the exploitation stage requires strong 
partners in both the financial and technical fields. 


A separate subsidiary is being formed to handle 
exploration on the new concession. Of the capital 
in the new company, 10% is being subscribed by 
MIFERMA, the large European mining company 
owned by Compagnie du Nord (Rothschilds), Thys- 
sen Hutte, British Steel Corporation and several of 
the leading European banks and steel companies. 
MIFERMA presently operates the Kedia d’Idjil iron 
mine in Mauritania which produces about nine 
million tons of ore per year, with an average grade 
of 64% iron. Your company’s policy will be to take 
in partners to a maximum of 45% of the capital, 
and to retain ownership of 55% of this subsidiary. 


Basic Resources has concluded a preliminary 
agreement with MacDonald Construction Company 
of St. Louis, Missouri, for the detailed investigation 
and evaluation of a large medium grade copper 
deposit in Yugoslavia. It also has an option on a 
gold-silver property in Indonesia. At this time, it is 
premature to predict the significance of these two 
projects. 


FINANCIAL 

The company’s financial position shows con- 
siderable improvement over the past year. The 
recent financing, which was arranged by Finabai 
Société Financiére S.A., a wholly-owned subsidiary 
of the Banca d’America e d'Italia (an affiliate of the 
Bank of America), provides the funds required t 
continue the scheduled operation — including th 


development drilling for petroleum on the Tortugas 
salt dome — until the company has a substantial cash 
flow from the Oxec copper property now being 
placed into production. 


In addition, Basic Resources will have approxi- 
mately $2.5 million cash in reserve for use in com- 
bination with authorized but unissued common 
and preferred shares of the company, for acqui- 
sitions of income producing properties in areas of 
the world where we are not presently operating. 
These acquisitions will be made with the guidance 
and assistance of Finabai and Banque de Paris et 
des Pays-Bas (Suisse) S.A., our investment advisors. 


Respectfully submitted, 
On behalf of the board, 


Toronto, Ontario aa 


December 8, 1971 John D. Park, President. 


Drilling for copper at Oxec — 
Guatemala, C.A. 


Exploration head frame 
for Oxec copper deposit. 


om a 


Core drilling — Petroleum exploration 
Tortugas Salt Dome — Guatemala, C.A. 
Resources On an inspection trip of 
Tortugas Salt Dome drilling operation. 


Dr. Christian Weyer, Banque de Paris 
et des Pays-Bas (Suisse) (right) and 
Mr. J. Park, President of Basic 


To the Shareholders of 
BASIC RESOURCES INTERNATIONAL LIMITED: 


We have examined the consolidated balance sheet of BASIC RESOURCES INTERNATIONAL 
LIMITED (an Ontario corporation) AND SUBSIDIARIES as of June 30, 1971, and the consolidated 
statement of source and application of funds for the year then ended. Our examination of the 
financial statements of the Company included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. We have relied on the reports of other auditors who have examined the financial 
statements of the subsidiaries. 


As set forth in Notes 2 and 3 to the consolidated financial statements, the Company and its 
subsidiaries have incurred mineral and petroleum exploration costs of $6,885,431 (including the 
investment in Petrotech, Inc.) and the recovery of these costs is dependent on the success of future 
development of the concessions and leases held by the companies and Petrotech, Inc. 


In our opinion, subject to the recovery of exploration costs referred to in the preceding 
paragraph, the accompanying consolidated financial statements present fairly the financial posi- 
tion of Basic Resources International Limited and its subsidiaries as of June 30, 1971, and source » 
and application of their funds for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


August 16, 1971 

(except with respect to the matters 

discussed in Note 12 as to which 

the date is October 6, 1971) ARTHUR ANDERSEN & CO. 
Toronto, Ontario Chartered Accountants 


BASIC RESOURCES INTERNATIONAL LIMITED 
AND SUBSIDIARIES 


GONSOOabed DANCE SNBBG — june 30, 1971 


(with comparative figures for the prior year) 


(stated in U.S. Dollars) 


ASSETS 
1971 
Current Assets: 
Gashand working futrds 1c ee weer eas eee eet ete $2,004,090 
Amount dueton debentures” 7 tert ret nee eee ene 588,000 
Accounts receivable — 
Advances. to. employees*2. 9.2 tae eee eee eee 7252 
Other 5 cig os ee ee eee 1,438 
6% Note receivable, due February 13, 1972 (Note 5)............. 102,476 
Total, correntassetSat. ee ee ae ee $2,697,257 
Office and. Sundty Equipment, aticost ae eee eee $ 48,529 
Less — Accumulated depreciation an ere eee eee 17,724 
$ 30,805 
Land, at COSt .iasiacet Be Wales eee eee ese ene ee $ — 
Investment tn Petrotech, Incy at cost (NCte2) i ae eee ee $ 826,319 
Deferred Exploration, Costs (NOte:3) jamie cea oe ee eee ae $6,634,112 
Less = Participation. by others: (Note 4) vscr eae en ie eee eee 575,000 
$6,059,112 


$9,613,493 


1970 
$ 6,591 

185 

4,033 
$ 10,809 
$ 48,860 

8,908 
$ 39,952 
$ 3,000 
$ —- 
$4,567,042 
$4,567,042 
$4,620,803 


LIABILITIES 


Current Liabilities: 


Other than shareholders — 
Bank loan (Note 5) 
INOLGSED a VAI) C meee eral Cae les ue eS Vow 8 Seahale Nocatee oak 
Accounts payable and accrued liabilities 
Interest accrued on debentures 


eisai 8 pel ley. erie. elite) (eel se) ef (0 (m) fej seine ice ie! '@] iets \e- (a: e].,0° eC 6: ia; |e: Ve! js; ‘0; 0). si 18 


e} S016) 18) ie) 6) 7.0) cele: ce) (019, 0 1¢ © 1s 


pi esher ce, ‘a) econ ei teliie tevie, jee) \(o.s Nee) er Wei as 010) wile 


Shareholders — 
Notes payable (Note 6) 
Accounts payable 


nye, 100) (6) (w/e) vege! 29\t@) We! we) Jolme! le! ie) fej l@ .6: (@) 10. je cw: c0) 10) ple ip te (elle! 16 


ist lef wieal (eiyaj fay le. 4e{ is} eke) le. (6: (i's) (ojlellie) ‘e) s/s. ie) (wie) 19) (6) 18s ie) 'e) "9: @; 10) “| ie) vo 


Total current liabilities 


Deferred Liabilities: 
Shareholder’s and associated companies’ advances 
Advances repayable from future proceeds (Note 7) 
Other 


af cel eulteiiei| tei cs[le siete. fet) 


o) (eis) oliel (alo) \altal ce) (s)imles! ‘eli s) [ele .e)_ 9) 0) sy <8 [0] ue} (e, $0) -w (e! fe) 0) “ese (0) o: ie: se) .e\ le/w/e)l a 'e) wes) wee) ues) 10 


ole) oe (ee @: (0) 00) 6) 10, 6. 6 Bie bo 


Sinking Fund Debentures, due May 4, 1976 (Note 8) 
Deferred Credit (Note 4) 


e) cee! 6e fof oe) Ub’ 6) Ae) ce Mle) ley iel ie! ye! ei ia) (6: .@ 16) 161 Je Je. oc ie} 00) 18, 10 0) 56 @ 18: 19, jee! 6: 16: 8 fe 


Capital Stock (Note 9) 
Contributed Surplus (Note 4) 
Contingencies (Note 10) 


Pi ive 9) ie steel sl be a) a! lsmele: (ce! (eve: ial <6\fe) |v. .0'9)0() 6; #0) 4:0) et Jo. (61)(6) .®) (64 eN a) Bie: 16) By lee) Ve 


©) jo) ie! aime. (elie) (0) (e, 107 (o! Fe) ce: a) (0) ef lef 1s) co 10” “@) (6) (6) (0) 18: (On 61 oe) 0) 19) .@ 6) 0: 18, 


1971 


$ 122,500 
53,448 


1970 


$ 23,455 
78,181 
605,776 


$ 898,538 


$ 707,412 


$ 600,000 
285,933 


$ 885,933 


$1,104,343 
125,657 


$1,230,000 


$1,784,471 


$ _— 
295,000 
31,437 


$ 326,437 


$1,937,412 


$ 668,338 
295,000 
36,523 


999,861 


$3,000,000 


ips Wes 


$3,827,585 


575,000 
433,530 


$ 675,000 


4fr| A | HF fr 


675,000 


$9,613,493 


$4,620,803 


The accompanying notes to consolidated financial statements are an integral part of this balance sheet. 


Approved on behalf of the Board: 


DIG; CAMPBELL 


Director Director 


B. B. LOCKWOOD 


BASIC RESOURCES INTERNATIONAL LIMITED 
AND SUBSIDIARIES 


Consolidated Shabement of Source and Application of Funds 


For the Year Ended June 30, 1971 
(stated in U.S. Dollars) 


Source of Funds: 
Sale ‘of sinking. fund debentures: << 5< 25 sa oeie eee ree ee tee ee 
Issue of capital stock=. 2 La sald uta's acm sta cee cite Oyen ea oe ee 
Disposal of land and sundry equipment’.5 a-en scot sete eee 


Application of Funds: 
Deferred exploration costs (net of provision for depreciation — $8,816) ............. 
Investment.in. Petrotech;, |INnCi- 5... ss. cee ees Oc eee Ee eee aan 
Settlement of advances from shareholder and associated companies by issue of shares 
Reduction of other deterred liabilities svc. a0 1. & tonne tke ee eee ee 


Increase in working capital during the year ................-.---- 


Working Capital at June.30, 1970 (deticiency)ic. ». aoe setae ec ee eee eee 
Working Capital at June 30). 197-1250 sire ud site ees eres ee aS ee nee 


The Company did not prepare consolidated financial statements as of 
June 30, 1969, and accordingly the above statement is not presented 
in comparative form. 


eee eee 


ie! (ei er 0! © 


see eee 


$3,000,000 
3,394,055 
Oy, 3aN 
$6,397 386 


$2,058,254 
826,319 
668,338 
5,086 
$3,557,997 
$2,839,389 
(1,926,603) 


$ 912,786 


1. Basis of Consolidation and Related Information 


The accompanying consolidated financial statements 
include the accounts of Basic Resources International 
Limited (the ‘““Company”) and the accounts of its sub- 
sidiary companies, including transactions prior to acqui- 
sition. All subsidiary companies are effectively wholly 
owned by the Company as follows: 


(a) Basic Resources International (Bahamas) Limited 
(“Bahamas”) (formerly Parghi Mining Corporation 
Limited). The Company owns all of the issued and 
outstanding stock of Bahamas. 


(b) Transmetales Limitada (‘‘Transmetales’”’). The Com- 
pany owns 10% and Bahamas owns 90% of the 
capital of Transmetales. 


(c) Recursos del Norte Limitada (“Recursos”). The Com- 
pany owns 50% and Bahamas owns 50% of the 
capital of Recursos. 


The accounts of the Company and Bahamas are main- 
tained in U.S. dollars. The accounts of Transmetales and 
Recursos are maintained in Guatemalan currency (‘‘Quet- 
zal’). The Quetzal has been at par with the U.S. dollar 
since 1924 and although there are no significant restric- 
tions on foreign exchange transactions, such transactions 
are required to be registered with the Banco de Guate- 
mala. Excepting certain financial and administrative func- 
tions and the Company’s investment in Petrotech, Inc., 
the principal activities of the Company are ‘carried on in 
the Republic of Guatemala through Transmetales and 
Recursos. Accordingly, the Company has adopted the 
practice of stating its consolidated financial statements 
in U.S. currency. 


2. Investment in Petrotech, Inc. 


During the year the Company acquired a 50% interest 
in the outstanding shares of Petrotech, Inc. (a private 
company incorporated in the State of Delaware, U.S.A.). 
Petrotech, Inc. is primarily an oil and gas exploration 
company operating in the mid-west United States and 
southwestern Ontario and, in addition, provides petro- 
leum engineering and other consulting services. 


In consideration of the acquisition of its 50% interest, 
the Company issued 148,042 common shares and 27,000 
Series A preference shares of the Company, which shares 
were valued by the Directors at $826,319. 


The unaudited financial statements of Petrotech, Inc. at 
June 30, 1971, showed a book value of $922,874 and a 
loss of $112,651 for the year then ended. The assets of 
Petrotech, Inc. included 135,661 shares of the Company 
at a carrying value of $200,000, which had a market value 
of $447,681 at that date. Petrotech, Inc. has not capital- 
ized the value of its successful petroleum leases and its 
exploration costs were written off as incurred. 


3. Deferred Exploration Costs 


The principal portion of the exploration costs has been 
incurred in the Republic of Guatemala where the Com- 


pany’s subsidiaries are the holders or beneficial holders 
of mining and petroleum exploration concessions. The 
status of the subsidiaries’ major exploration concessions 
as of June 30, 1971, is as follows: 


Principal 


Minerals Concession Current Status 


Copper Oxec 
& nickel 


Three exploitation con- 
cessions have been 
applied for; two for 
copper and one for 
nickel (two of these 
applications have been 
made subsequent to 
June 30, 1971). 

Nickel Marichaj One application for an 
exploitation conces- 
sion is being prepared. 


Under exploration. 
First period expires 
December 15, 1972, re- 
newable for a two year 
period for up to 50% 
of the area. 


Copper Transvaal 


& nickel 


Application has been 
presented for the dis- 
continuance of this 
concession. 


Sulphur El Tigre 


6 Petroleum Rights Under exploration. 
(Blocks #30, 53,57, Originial term expires 
62, 63 and 64) March 10, 1976. 


Petroleum 


All costs incurred by the Company and its subsidiaries 
to date, including financing, administrative, organiza- 
tional and promotional expenses have been deferred. 
The recovery of deferred exploration costs is dependent 
on the receipt of exploitation concessions, and the future 
commercial productivity of concessions held by the 
companies. Under both the Mining Code and _ the 
Petroleum Code of Guatemala, exploration concessions, 
if in good standing, may be converted into exploitation 
concessions granting the holders the right to develop and 
extract the minerals and/or petroleum contained in such 
concessions. 


The Company entered into an agreement on March 
1, 1971 with Sheridan Geophysics Limited whereby 
Sheridan agrees to place a 1,000 ton per day mill into 
production on a portion of the Oxec copper concession 
in exchange for a substantial portion of the proceeds 
of that portion of the copper concession plus 200,000 
common shares of the Company. 


A complete allocation of expenditures by concessions 
will be made when the commercial productivity of each 
concession has been determined. Deferred exploration 
costs are summarized by the Company as follows: 


1A 1970 

ASSAY elas aaioa suis te aa Cee: $ 34,769 $ 26,369 
Bad: debts”, «ate smncnoeeteraes ene 72,166 72,166 
Camp construction and 

OPerablONSs jc crac sucie eect reer 428,212 325,489 
Gonsulitineasenvicesman cca srt 746,088 490,763 
Drilling cenerrae oa caer ten ane arora 773,486 550,994 
Exploration machinery and 

CCOMNMMAME cooaososocaccsssoe 198,228 150,733 
Financial and interest .......... 890,436 281,740 
Instirance bonds etcum emer 39,636 29,000 
Legalbancdeauiclit tacit ere erin 392,637 292,102 
Licenses, fees, taxes, permits .... 193,360 141,759 
Organizationvexpensemerrcrerrer Ty 92 3 o2 
Promotional expense .......... 158,674 101,286 
Rentals (buildings, equipment, 

MEEGMINNN cxcsccdcsacoaace 131,302 97 437 
Transportation (machinery, 

equipment, supplies) ........ 2937/7 374529 
Wages and salaries ............ 1,313,098 944,328 
‘Othe he oeeet cuecnew re eter ot eas 342,790 221,948 


Direct Company Operations .. $6,020,052 $3,925,035 
Investment in and advances to 


ExplompeMiinaita Gl amereren- ar rertere 65,609 58,023 
Investment in Azufres Verapaz 

Limitadar®sneeechic cen soot ce 1,000 1,000 
Contributions to joint venture 547,451 582,984 

TOUA cys srtencearerecce site ieneere $6,634,112 $4,567,042 


4. Participation by Others 


The Company has entered into two agreements with 
subsidiaries of Monsanto Company (‘Monsanto’) which 
permits Monsanto to participate in the exploration activi- 
ties on certain of the companies’ concessions. The effect 
of these agreements has been reflected in the Company’s 
consolidated financial statements as follows: 


(a) Under a sulphur agreement dated March 25, 1969, 
Monsanto advanced sums aggregating $1,150,000 to 
the Company for exploration purposes. By the terms 
of this agreement, 50% of such advances are not 
recoverable by Monsanto and accordingly $575,000 
of the aforementioned advances was credited to 
contributed surplus, pending allocation of expendi- 
tures as referred to in Note 3. The balance of $575,- 
000 which was to be recovered by Monsanto out of 
the Company’s initial share of profits from the con- 
cession known as Azufres de Guatemala and which 
was shown as a deferred credit as of June 30, 1970, 
has been deducted from deferred exploration costs 
as of June 30, 1971 in view of the subsequent event 
disclosed in Note 12(c). 


(b) Under an oil agreement dated May 7, 1970, Monsanto 
may earn a 50% interest in certain of the acreage 
covered by petroleum concessions by — 


(i) payment by Monsanto of $100,000 on signing 
(credited to contributed surplus, pending allo- 
cation of expenditures referred to in Note 3); 


(ii) carrying out a minimum exploration program on 
the specified acreage at the sole expense of 
Monsanto; and, 


(iii) proving a petroleum reserve of not less than 
50,000,000 barrels of recoverable petroleum or 
hydrocarbon equivalent, at the sole expense of 
Monsanto. 


5. Bank Loan 


At June 30, 1971, $100,000 (Cdn.) of this loan was 
secured by the 6% note receivable due. February 13, 1972. 


6. Notes Payable to Shareholders 


During the year, a director of the Company advanced 
$600,000 in exchange for a promissory note due May 2, 
1971, bearing interest at 10% per annum and a pledge 
of the Company's holding in shares of Petrotech, Inc. 
This note is now payable on demand. 


7. Advances Repayable from Future Proceeds 


These advances are repayable out of 50% of future 
proceeds received by the companies from certain named 
concessions owned, or in process of being acquired, at 
December 13, 1968. The advances have no repayment 
dates and are not repayable if no proceeds are received 
from these concessions. 


8. Sinking Fund Debentures Due May 4, 1976 


Under a Trust Indenture dated May 4, 1971, and a 
Supplemental Trust Indenture dated June 25, 1971, 
Bahamas is authorized to issue, on or before November 
4, 1971, sinking fund debentures up to an aggregate 
principal amount of $5,500,000. As of June 30, 1971, the 
Company has received cash and commitments aggregat- 
ing $3,000,000 on the sale of these debentures. 


The debentures mature on May 4, 1976, and may be 
redeemed at the option of Bahamas prior to that date 
upon payment of a premium commencing at 5% if 
redeemed prior to May 3, 1972, and decreasing 1% per 
annum to May 3, 1976. Interest is payable half-yearly on 
May 4 and November 4 at the greater rate of 9/2% per 
annum or 242% above the Eurodollar rate (for six month 
deposits) at noon five business days preceding the 
interest payment date. 


The debentures are secured by the assignment of the 
companies’ interest in Transmetales and Recursos and 
are unconditionally guaranteed by the Company. In addi- 
tion, Bahamas and the Company have covenanted that 
so long as any debentures remain outstanding, they will 
set aside as a sinking fund to retire on May 4 of each 
year, a principal amount of debentures (to the next 
lowest $10,000) equal to the sum of the following 
amounts received in the last previous year ended 
December 31 — 


(a) 75% of the net cash flow received by the Company 
or any of its subsidiaries from the exploitation of 
the Oxec concession; plus 


(b) 25% of the net proceeds received under the agree- 
ment dated May 7, 1970, between subsidiaries of 
Monsanto and subsidiaries of the Company; plus 


(c) 25% of the net proceeds received by the Company 
or any of its subsidiaries in respect of their nickel 
properties in the Republic of Guatemala; plus 


(d) 30% of the net proceeds received by the Company 
or any of its subsidiaries in respect to the issue to 
the public of any securities of the Company or any 
of its subsidiaries. 


By supplementary agreement, the Company and its 
subsidiaries have agreed to remit to their financial agent, 
_Finabai Société Financiére, $.A., all monies received from 
“concessions and share issues. The financial agent has 
agreed to distribute these funds at the direction of the 
Company after providing for the sinking fund require- 
ments set forth above. 


In conjunction with the issue of debentures, the Com- 
pany is authorized to issue, pursuant to an Indenture 
dated as of May 4, 1971, (providing for the issue of 
warrants as amended by a Supplemental Warrant Inden- 
ture dated June 25, 1971,) share purchase warrants entitl- 
ing the holders thereof to purchase an aggregate of 
2,200,000 common shares as presently constituted. The 
Warrants expire om May 4, 1976, and are exercisable at 
varying prices from $2.50 to $6.00 per share. At the 
option of the warrant holder, satisfaction of the exercise 
price may be made either in cash or partially in cash and 
partially by the delivery of debentures. 


9. Capital Stock 
The capital stock of the Company authorized, issued, 
optioned and reserved is summarized as follows: 


(a) Authorized — 


10,000,000 Common shares without par value 
500,000 Non-cumulative redeemable preference 
shares with a par value of $10 (Cdn.) each, 
issuable in series. 


(b) Issued — 
(i) Common shares without par value — 
Number of 
Shares Amount 


From inception to 
Jeme 30) ISO semeto 3,155,651 $ 433,530 
During the fiscal year 
ended June 30, 1971 — 


FOaGashipereparsticic seers 160,711 626,335 
For services rendered in 

connection with the 

sale of debentures ... 100,000 245,000 


For conversion of debt . 

-For acquisition of 50% 
of common shares of 
Retroteciial Gwe tre 148,042 576,319 


Otaliee setaerc nese eater skete + 4,000,167 $3,577,585 


435,763 1,696,401 


(ii) Preference Shares Series A 
(Redeemable after July 31, 
1972, at a price not 
exceeding $10.60 (Cdn.) 
per share and convertible 
into common shares of 
the Company until July 31, 
1980, at $3.75 (Cdn.) per 
common share) — 

For acquisition of 50% 
preference shares of 
Petrotech, Inc. ...... 


27,000 250,000 


$3,827,585 


(c) Optioned — 


(i) As of June 30, 1971, there were employee incen- 
tive stock options outstanding to senior officers 
of the Company to purchase 125,000 common 
shares as follows: 


50,000 shares under an option expiring May 4, 
1975, at $2.50 (Cdn.) per share; 


50,000 shares under an option expiring February 
28, 1975, at $4.00 (Cdn.) per share; and 


25,000 shares under an option expiring July 30, 
1975, at $4.00 (Cdn.) per share. 


(ii) The Company has established a Key Employee 
Stock Purchase Plan to permit certain employees 
of Transmetales and Recursos to purchase com- 
mon shares at a price of $4.00 (Cdn.) per share. 
Of the 5,000 common shares reserved for issue 
under the plan, 2,900 shares had been allocated 
to employees at June 30, 1971, and at that date, 
the Company had received from these em- 
ployees $6,871 (Cdn.) which is included in the 
financial statements under the heading Accounts 
Payable and Accrued Liabilities. The amount 
paid entitles the employees to 1,717 shares at 
June 30, 1971. 


(iii 


—_ 


The Agent who acted on the public issue of the 
Company’s shares was granted an option in 
August, 1970, (subsequently extended to August, 
1971) to purchase common shares of the Com- 
pany. No common shares were issued under 
these options which have now expired. 


(iv) The Company has agreed with persons asso- 
ciated with Petrotech, Inc. to acquire on the 
exercise of options held by them on common 
shares of Petrotech, Inc., 50% of such shares 
up to a maximum of 20,000 shares on the same 
basis of exchange as the Company’s present 
holding in Petrotech, Inc. If fully exercised, this 
would require the issue by the Company of 
11,690 common shares. 


(d) Reserved — 
The Company has reserved — 


(1) 2,200,000 common shares in respect of that 


number of share purchase warrants authorized 
pursuant to an indenture dated as of May 4, 1971. 
providing for the issue of warrants as amended 
by a Supplemental Warrant Indenture dated June 
25, 1971, (see Note 8); and 


(il 


= 


200,000 common shares for issuance under the 
agreement with Sheridan Geophysics Limited 
referred to in Note 3. 


10. Contingencies 


The Company is contingently liable as follows: 


— 
a8) 


An oil payment of $250,000, less applicable royalties, 
out of 25% of the net proceeds received by the Com- 
pany or its subsidiaries from the production of 
petroleum under the agreement referred to in Note 
4(b). This oil payment is payable to a broker who 
is a shareholder of the Company, as a finder’s fee 
under an agreement dated March 23, 1970. 


‘ 


cS 


An oil payment of $100,000 out of the net proceeds 
received by the Company or its subsidiaries from 
the six petroleum concessions referred to in Note 3. 
This oil payment is payable to a director of the 
Company, under an agreement dated September 20, 
1969. 


11. Directors’ and Senior Officers’ Remuneration 


Remuneration to directors and senior officers of the 
companies during the year ended June 30, 1971, 
amounted to $125,950. 


12. Events Subsequent to June 30, 1971 


(a) On August 21, 1971, the Company acquired 12,500 
common shares of Petrotech, Inc. for $20,625 to hold 
a total of 52.5% of the issued and outstanding com- 
mon shares of Petrotech, Inc. 


(b) On July 21, 1971, the Company entered into a formal 


option agreement for one year with International 
Mineral Engineers, Inc. of Golden, Colorado, to 
acquire certain nickel concessions in Guatemala to 
which International Mineral Engineers, Inc. holds 
beneficial rights. The effective date of this option 
agreement was June 1, 1971. Under this option 
agreement, the Company is obligated to — 


(i) issue 10,000 common shares and pay the sum 
of $5,000 on July 21, 1971; 


(ii) issue 15,000 common shares and pay the sum of 
$10,000 on October 1, 1971; and, 


(iii) issue 20,000 common shares and pay the sum of 
$15,000 on February 1, 1972. 


On October 6, 1971, the directors established the 
consideration for the issue of the shares listed in (i) 
and (ii) above at $100,000 (Cdn.). 


(c) On September 25, 1971, the concession Azufres de 
Guatemala, held by Azufres Verapaz Limitada, re- 
verted back to the Government of Guatemala in 
accordance with the provisions of the Mining Code 
of the Republic of Guatemala. Azufres Verapaz 
Limitada did not make application for an exploita- 
tion concession on this area. Monsanto cancelled its 
participation in the sulphur exploration program 
immediately prior to the date the concession reverted 
back to the Government. By so doing, Monsanto 
waived recovery of any portion of the amounts so 
advanced under the agreement referred to in 
Note 4(a). 


All of the facilities, machinery, equipment, techni- 
cal information, plans and maps obtained or devel- 
oped under this exploration program have been 
transferred to the petroleum exploration program 
being carried out jointly with Monsanto as referred 
to in Note 4(b). Since the exploration activities are 
continuing, no loss has been incurred by the Com- 
pany as a result of the termination of this exploration 
program. 
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Mr. René Velez, (at left) Manager of Operations of the Guatemalan subsidiaries, visiting personnel at one of the forward 
exploration camps. 
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